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THE SOUTHERN NEW ENGLAND TELEPHONE COMPANY

The Southern New England Telephone Company (SNET), respectfully submits the

following comments in response to the Notice ofProposed Ru1emaking (NPRM) in this

proceeding.'

In the NPRM the Federal Communications Commission (Commission) seeks

comments on its proposed changes to the Part 32 and Part 65 roles relating to the

accounting and ratemaking procedures for the Allowance for Funds Used During

Construction (AFUDC). The Commission is proposing to bring the Part 32 rules in

confonnity with Generally Acrepted Accounting Principles (GAAP). Specifically, the

Commission proposes to eliminate the distinction between short term and long tenn plant

under construction, to capitalize AFUDC at the cost ofdebt on all construction, to

, In TM Matter of The ACCOunting and Ratemaldng Treatment for the Allowance for Funds
Used During Construction (AFUOC), CC Docket No. 93-50, Notice of Proposed Rulemaking,
released March 22. 1993.
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include an plant under construction in the rate base, and to include the amount ofAFUDC

capitalized as a revenue requirement reduction for the period it is capitalized.2

The Commission has considered various elements ofthe current NPRM: in other

proceedings. SNET believes that changing an existing rule that has been thoroughly and

logically addressed in prior proceedings is inappropriate, especially in light of the more

pressing issues (e.g., competition, infrastructure development) facing the

telecommunications industry and the Commission. SNET supports the continuing efforts

ofthe Commission to bring the Part 32 Rules in confonnity with GAAP. However, when

the Commission's rules have diverged from GAAP for years, a mle change which merely

changes a bookkeeping entry with no real dollar impact on the cost structure ofa

company is difficult to support.

SNET believes that the current short tenn and Jong term plant Wlder construction

distinctions should be maintained. GAAP does not preclude any entity from further

disaggregating a category ofassets. The long tenn and short tenn distinctions are merely

subparts of the plant under construction asset which is established in accordance with

GAAP.

SNET believes that we should not begin to record AFUDC on short term plant

under construction merely to be in accordance \'IIith GAAP. This issue was previously

addressed by the Commission in Docket t9129 where the Commission correctly

concluded that short term construction projects should be treated similar to plant in

service because of their short duration.3 There have been no changes in the business to

invalidate the Commission's reasoning in that proceeding,

2 NPRM. para. 17.

3 NPRM. para. 3.
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Similarly. the Conunission has argued previously that to include all plant under

construction in the rate base would be inappropriate.4 There has been no change in the

business warranting a change in this conclusion.

SNET believes it appropriate to continue the current rate base treatment ofboth

short and long term plant under construction. Ifthe Commission concludes, nevertheless,

that it is desirable to move towards GAAP in this particular instance. then it should only

adopt the Revenue Requirement Offset Method for long-term. construction and continue

the present treatment for short term plant under construction.

Respectfully submitted,

The Southern New England
Telephone Company

~~~~
227 Church Street-4th Floor
New Haven, CT 06506
(203) 771-2718

May 13.1993

4 cc Oooket No, 84-469, Revision of the Uniform System of Accounts tor Telephone
CompanieS to Accommodate GenerallY Accepted Accounting Principles. FCC 85-581, para.
92 in which the Commission deOOed "We will not allow carriers to inclUde all plant under
construotiOn in the rate base ... since this would result in the ratepayer paying for
construction projects prior to receiving any benefit from them through improved services."
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